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ECONOMIC INDICATORS (in $millions) 


1974 (est) % increase (a) 
Income and Production 


Sross Domestic Product 

At Current Prices 

Constant Prices(1966) 

Production 

By Sector (Constant 

Prices) 

Agriculture and 

Fisheries 322 

Manufacturing 168 

“Mining 25 

Energv 85 

Construction and 

Public Works ii5 
Government Budget 

(Current Prices) 

Operations 329 

Capital 160 
Gross Investment 409 

% GDP 18.8 
National Income per capita $334 


Money and Prices 


Money Supply 

Price Indices (1970#100) 
Consumer 
Wholesale 


Balance of Payments & Trade 


Foreign Exchange Reserves ! 351 468 (sl/4 month 
import equivalent) 
Basic Balance 101 137 
Foreign Trade (Current 
Prices) 
Imports 449 592 920 
U.S. 55 56 87 
Exports 334 404 770 
U.S. 11 57 60 
Debt Service Ratio 13.3 Bae 9.1 


Exchange Rate $2.08s1TD $2.2721TD $2.30e8l1TD 


Source: Ministry of Plan, Budget Economique, 1975 


(a) These figures are based on the @ollar amounts in this table; the 
Statistics in the text do not account for exchange rate adjustments. 





SUMMARY 


A good agricultural year, increased industrialization and strong price 
increases in its major exports pushed the Tunisian economy ahead in 
1974, registering a 10.9 per cent growth in real Gross Vomestic 
Product. The forecast for 1975 is good, despite an expected slowdown 
in the agricultural sector. Petroleum and phosphate prices are likely 
to remain high, while production will begin to respond to recent heavy 
investments, 


The Balance of Payments was in surplus, as foreign exchange reserves 
reached a new record high, approaching $450 million, Tunisia is 
energetically seeking private foreign investment and continued 

economic assistance, from Middle East and traditional sources, to 
overcome persistent current account deficits, Domestic price increases 
are being held in check, 


U.S. exports to Tunisia grew dramatically in 1974, partially due to 
price increases, Future prospects for U.S. commercial activities 

are promising as the Tunisian economy continues to prosper, but will 
require some effort on the part of American manufacturers to break 
the Tunisian tradition of looking to France. Several major projects 
offer opportunities for U.S. engineering and construction companies, 
Potential U.S. investors will encounter a good economic and political 
climate, plus attractive fiscal incentives, 
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CURRENT ECONOMIC SITUATION & TRENDS 


Tunisia rebounded in 1974 with an estimated 10.9 per cent real growth 
in Gross Jomestic Product, contrasted to 1.2 per cent in 1973, 
Agriculture (up 13.4 per cent) and industry (up 21.3 per cent) led 
the recovery, with services (up 6.1 per cent) held back by a still 
depressed tourism sector. In current prices, National Income per 
capita increased approximately 20 per cent, and consumption per 
capita grew 12.8 per cent. This performance was outstanding by 
African standards and those elsewhere in the developing world, 


As an exporter of petroleum and phosphate, Tunisia is benefitting 
handsomely from the multifold increases in’the price of these 

primary products. Increased imports, primarily foodstuffs, however,' 
forestalled earlier hopes for a trade surplus. Nevertheless, 
receipts from services and capital inflows permitted sizeable growth 
of foreign exchange reserves, 


The Tunisian economy is characterized by several bright spots, 
including, broadly diversified production, increasing industrialization 
(25 per cent of G)P in 1974), a substantial and sophisticated infra- 
structure already in place and functioning, a moderately large 
endowment of currently high priced natural resources, and a high 

ratio of domestic savings and investment. There are, however, problem 
areas. Unemployment, supplemented by rural underemployment, is high, 
even though the labor force is of relatively high quality. Inflation- 
ary pressures are, for the time being, contained by government subsid- 
ized prices of basic necessities. Administrative delays have been 
commonplace in conceiving and initiating investment projects, partic- 
ularly in the public sector, although government policy aims to correct 
this situation. 


According to government priorities, 1975 will see an intensification 

in the battle against unemployment and renewed emphasis on implemen- 
tation of major plan projects and growth of the private sector, 
particularly industry. Implementation of a number of approved foreign 
investment projects should add to production and help introduce modern 
technology and management techniques to Tunisia, The high level of 
directly productive investment in agriculture, manufacturing and 

natural resource processing should reinforce future economic performance, 


AGRICULTURE 


Led by a recovery in the olive harvest, the 1974 agricultural production 
regained the exceptional levels of 1972, In real terms, production 
increased 13.4 per cent as opposed to a reduction of 11.6 per cent in 
1973 and accounted for 1 per cent of GJP in 1974 compared to 15 per 
cent in 1973. Olive oil production was 130,000 metric tons against 
70,000 in 19733; wine exceeded 1 million hectoliters, and citrus 

attained 107,000 tons, The cereal harvest of 1,1 million tons almost 
matched the record 1.2 million tons in 1972, 
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Weather permitting, the 1975 season is projected to maintain the 
1974 overall output despite a reduction of approximately 30 per 
cent in olive production as well as a slight reduction in citrus. 
For the future, expansion of irrigated perimeters, improved 
compensation for agricultural workers, and new credit facilities 
are designed to improve and stabilize agricultural performance, 
The government hopes to reach agricultural self-sufficiency by 
1981 and reduce agricultural imports which accounted for 22 per 
cent of total imports in 1974, 


INDUSTRY 


Manufacturing and Mining: The manufacturing sub-sector grew by 
an estimated 22,5 per cent in 1974 and now represents more than 


10 per cent of total domestic product, Food processing responded 
to the 1974 recovery of the agricultural sector by posting an 
estimated 21.7 per cent increase following the 22 per cent drop 

of 1973, More significant was the growth of chemical, textiles, 
construction materials, and light mechanical and electrical manu- 
facturing which now challenges the once preeminent food processing 
subsector, Foreign capital, often in joint ventures with domestic 
investment, attracted by the favorable investment climate is 
stimulating the diversification of industry, The future for 
manufacturing in Tunisia is encouraging, partictlarly industries 
processing Tunisian raw materials and producing for export, The 
government is attaching highest priority to industrial growth to 
increase employment and is seeking advanced technology, management 
skills, and marketing ability as well as foreign investment and 
concessional loans, 


New phosphate processing installations came into operation in 1974 
with more planned, including a U.S. investment to produce 
monoammonium phosphates. Construction of a second petroleum 
refinery is etheduled to begin in 1975 with 3 million tons initial 
annual capacity eventually to be increased to 6 million tons, 
Domestic natural gas, to be augmented by offshore production and 
the Tunisian share from the Algeria-Italy gas pipeline, will supply 
electric power generators, two new cement factories totalling 5,000 
metric tons/day output and projected petrochemical and other 
industrial requirements. 


Dominated by phosphates, the mining sector leaped forward by 84 

per cent overall in 1974 due to the sharp increase in phosphate 
prices, making the lower grade Tunisian. phosphate rock profitable 

on the world markets. Estimated phosphate production was 4,0 million 
tons (66,9 Million Dinars), up from 3,3 million tons (15.7 MD) in 
1973 and is to be increased to 6 million tons in 1978, Other 
minerals, (iron, zinc, lead) displayed no increase, or small 
reductions in 1974, 
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Petroleum and Energy: Petroleum has become the major single source 
of foreign exchange and budget revenue and has a promising future as 
proven offshore reserves are developed to offset the declining 
production from the old El Borma onshore field, Although estimated 
production in 1974 of 4 million tons, about one third consumed 
locally, was less than 19 per cent above 1973 outp8t, the quantum 
leap in world crude oil prices has been translated into a signif- 
icant increase in income for Tunisda, Future years should see 
steady increases in production averaging around 25 per cent annually. 
Several American oil and service companies (including Gulf, Penrod, 
Mobil and AMOCO) are among the many foreign firms engaged in 
exploration in Tunisia. 


Petroleum and natural gas are the primary sources of energy in Tunisia, 
accounting for 92 per cent of all energy produced in 1974. For the 
most part, these primary sources are transformed into electricity 

by the State-owned electricity company (STEG) which will produce 

915 million kwh of electricity in 1974, a 5 per cent increase over 
1973. 


SERVICES 


Tourism: Tourism experienced another slow year in 1974,being saved 
from another decline by the diversion of tourists from Cyprus in 
late summer, At best, exchange earnings will match the 72 MD of 
1973 and may decline slightly. A 30 per cent discount on jet fuel 
prices for charter flights to Tunisia may help Tunisia's competitive 
position and bolster the 1975 season. A training program is under 
way to remedy the shortage of a qualified labor force to staff the 
tourism sector. Physical infrastructure, e.g. hotels,and restaurants, 
is more than adequate for the present level of activity, resulting 
in an overall reduction in planned new investment in the sector over 
the next few years, 


Other Services: The delivery of Tunis Air's fourth Boeing 727, new 
city buses and rolling stock to accommodate the expanded phosphate 
production highlighted a 8.5 per cent increase in the transportation 
sector. Airport improvements at Monastir, a new facility at Tozeur 
(in the desert) and a fifth Boeing are in the plans for 1975. New 
rail prejects include a standard guage line between Sfax and Tripoli, 
a joint undertaking of the Tunisian and Libyan railroads, and new 
equipment, financed by loans from the African Development Bank and 
Abu Dhabi Development Fund. The Tunisian merchant marine is expanding, 
having acquired in 1974 a large roll-on roll-off vessel as well as a 
traditienal freighter. 


LABOR & CAPITAL 


Tunisia's primary domestic economic problem is unemployment, officially 
estimated at 15 per cent unemployment rate, excluding a substantial 
amount of underemployment, particularly in the rural areas, Fortunately, 
Tunisia has been able to place approximately 15,000 workers per year 
ab¢fad (primarily in France and Libya), thus reducing the number of 
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new jobs needed domestically, as well as providing handsome foreign 
exchange benefits. In keeping with the high priority of reducing 
unemployment, jobs created surpassed projections in 1973 and 1974 
permitting new emigration in 1974 to decrease to 9,000. Recent 
legislation to encourage Tunisian workers in Europe to return to 
Tunisia will help fill the domestic demand for skilled workers, 


The minimum industrial wage is 27 Dinars ($62) per month; piecework 
wages average 60 Dinars ($138) per month. The labor force benefits 
from universal primary education as well as the steadily increasing 
opportunities for vocational training, in lieu of or following 
traditional secondary education. Working conditions and wages are 
subject to overall collective conventions between the national 
organizations representing workers (UGTT) and employers (UTICA). 
Wildcat strikes have, from time to time, occured but are still not 
a serious problem, 


Capital formation continued its steady growth and amounted in 1974 
to 322 MD or 24 per cent of GDP = 292 MD derived from domestic 
Savings (22.7 per cent of GDP). An investment level of 404 MD 

(27 per cent of GDP) is projected for 1975. Net foreign investment 
was required for only 9.3 per cent of total capital formation as 
opposed to 23 per cent expected by the plan. It is likely that gross 
foreign investment was considerably larger, given the substantial 
aetivity by European investors taking advantage of the favorable 
investment code. Current investment activities concentrate on 
productive facilities (working capital, plants and equipment) 
rather than infrastructure and are increasingly being carried out 
by the private sector rather than public agencies. 


MONEY AND PRICES 


In a year of world-wide inflation, Tunisia has been able to maintain 
prices for the vast majority of its poptlation at reasonable levels. 
In 1974, the official consumer price index, heavily weighted with 
subsidized prices of necessities, rose approximately 5 per cent. 
However, the index of wholesale prices rose some 16 per cent, 
reflecting a 38 per cent increase in the prices of imports, both 
industrial and consumption goods. A 21 per cent increase in the 
money supply, against the 10.9 per cent growth in real GDP, contri- 
buted to the upward pressure on prices, 


As a result of an artificially low 8 per cent lending rate ia the 
banking system, stiff international commercial lending terms are not 
presently interesting to Tunisia, The low interest rates also 
contribute to widespread stockpiling to hedge against the effect 

of further international inflation. 


For the future, consumer necessities (bread, vegetable oil, sugar) 
will continue to be subsidized by the government, thus holding down 
the consumer price index. Conversely, the new labor collective 
conventions will probably increase wages, as will competition for 
workers as the new manufacturing investments affect the labor market. 
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If overall production can sustain its performance of 1974 and the 
banking system continues to exercise restraint in the increase in 
the money supply, keeping it reasonably close to real production 
increases, inflation should not pose a threat to stability, 


BALANCE OF PAYHENTS 


A 60 per cent jump in estimated imports offset a more than 90 per 
cent increase in the current value of exports in 1974. Heavy 
expenditures for foodstuffs, plus stockpiling of consumer goods 
and light industrial equipment, accounted for much of the jump in 
imports, For 1975, increased emphasis on implementation of plan 
projects will likely maintain the high import level with the mix 
shifting in favor of industrial goods, 


The $150 million trade deficit estimated for 1974 is translated into 
a $69 million current account deficit when the surplus on services 
(workers remittances and tourism) is included, This deficit is 
more than covered by private investment and long-term loans, mainly 
on concessional terms from bilateral and multilateral aid donors, 
resulting in a probable $120 million increase in international 
reserves for the year, 


Tunisia's need for imported industrial goods to maintain its growth 
performance and the unlikely prospects for a repétition of the 
1974-level export growth will join to make 1975 and 1976 difficult 
years for the balance of payments. On the other hand, substantial 
aid commitments in the pipeline and growing foreign investment 
interest in Tunisia should generate sufficient capital flows to 
prevent any balance of payments crisis, Tunisia's credit-worthiness 
is at a high water mark due to a strong export performance, a stable 
political situation, large reserves, and a low 9 per cent ratio 

of debt service payments to current account receipts. The IBRD has 
recently become the primary supplier of foreign assistance to Tunisia 
with 12 projects totalling $186.7 million in progress and several 
others in preparation. France, Germany, and the U.S. are the leading 
western bilateral aid donors, The new EuropeagrCommunity (EC) 
agreement, not yet finalized, will provide for over $100 million in 
financial assistance to Tunisia over a 5 year period. 


Since the revolution in oil prices, Tunisia has advanced the idea 
of cycling offArab oil revenues in the development programs of the 
less well endowed Arab and African states. This initiative has 
resulted in loans and grants to Tunisia from the Kuwaiti Fund, Abu 
Dhabi, the Arab Development Fund, and Saudi Arabia, The Tunisian 
Government expects this flow to increase in the future, 


With regard to trade policy, the Government has pledged to further 
liberalize import restrictions, particularly for industrial goods. 
In addition, the soon-to-be-completed negotiations with the EEC will 
eliminate the reverse preferences now enjoyed by some products 
manufactured in the EEC. 
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IMPLICATIONS FOR U.S. TRADE AND INVESTMENT 


U.S. exports face a difficult but promising market in Tunisia. Strong 
commercial ties with France are strengthened by use of the French 
language as the medium of commercial communication, The proximity 

of the European suppliers in conjunction with the policy of calculating 
taxes and customs on CIF prices further hampers the American competitor. 
Despite these handicaps, U.S. products are quite evident in Tunis and 

in the rural agricultural areas throughout the country, although much 

of this has been imported under U.S. economic aid. 


The Department of Commerce and the Embassy have jointly sponsored a 
number of trade promotion events, exposing a wider variety of U.S. 
products to the Tunisian market. This evolving commercial relation- 
ship can be illustrated by the growth in total U.S. exports to Tunisia, 
and more particularly by the jump in non-aid financed U.S. exports 

over the last three years. In 1972, Tunisia imported $55 million 

in U.S. goods of which $28 million (or 52 per cent) were aid-financed, 
in 1973 only $12 million of a total of $56 million, or 22 per cent 

were aid-financed and for 1974, on preliminary estimates, U.S. exports 
to Tunisia will approach $90 million of which less than 20 per cent 
will have been aid-financed. U.S. exports of goods and services should 
be further augmented by probable increasediU.S. private investment in 
Tunisia's petroleum and manufacturing sectors. 


TRADE OPPORTUNITIES 


U.S. exports to Tunisia should receive a boost if U.S. firms success- 
fully compete for and win contracts on several la@®ge pending projects. 
These include: the Tunisian portion of the huge Algeria/Italy gas 
pipeline project and a new rail connection between Sfax and Tripoli, 
(over $300 million in eventual construction contracts); construction 
of the new petroleum refinery in Gabes; new turbine power generators; 
two new cement plants; the new IBRD-financed Sehib phosphate mine, 

and Kuwaiti financed modernization of existing phosphate mines. New 
fertilizer plants are underconsideration. ‘tiost of these large projects, 
whether internationally or domestically financed, will be awarded 

on the basis of international bidding, thus providing promising 
opportunities for U.S. engineering firms and construction and heavy 
equipment manufacturers, particularly those who follow developments 
closely. 


Export activities, whether in consumer or capital goods, are most 
satisfactorily carried out through local Tunisian agents, who follow 
calls for bids and routine trade opportunities and maintain lines of 
communication to ultimate purchasers. Large tenders are often so wide 
ranging with respect to product categories (e.g. an annual tender for 
all pharmaceutical items to be imported into Tunisia for the year) that 
one manufacturer would find it difficult if not impossible to be 

fully responsive. Short bid deadlines further complicate long-distance 
participation by U.S. firms, At present, U.S. manufacturers in the 
following product areas have successfully competed in the Tunisian 
market: electronic and mechanical products including communications 
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equipment, office machines, small computer systems, and medical and 
scientific equipment; agricultural and industrial machinery; and air 
conditioning equipment. 


The Embassy, together with the Department of Commerce, has scheduled 
three trade promotion events for 1975. There will be an American 
Pavilion in the 1975 Tunis International Trade Fair, devoted solely 
to the exposition of U.S. manufactured goods. The leading chain of 
department stores in Tunisia, Magasin Général, is planning to stage 
a special promotion featuring American consumer goods, the first 
such promotion in a developing market. A technical seminar in 
Telecommunications Equipment rounds out the program, 


INVESTMENT OPPORTUNITIES 


The investment climate in Tunisia is excellent. The government 
welcomes and is actively promoting U.S. and other foreign investment. 
Advantages include closeness and preferential access to the big 
European market, a relatively low wage scale and considerable fiscal 
incentives. The April 1972 investment law offers, under appropriate 
conditions, exemption from income, production and other taxes, free 
entry of machinery and raw materials, retention of foreign exchange 
earnings outside Tunisia, assistance in finding land and obtaining 
necessary services, and other incentives for companies locating in 
Tunisia to produce for export, The government encourages agreements 
whereby private and public Tunisian companies perform sub-assembly 
work for foreign firms, and some European firms have already entered 
into such sub-contracts, 


Investment for local consumption is also promoted by the government 
and receives tax and other advantages, under the law of August 1974, 
based on the number of new jobs created, Protection of local prod- 
uction is offered as well as special incentives for exporting part of 
the production. There are also investment possibilities in services, 
such as fast-food restaurants and leisure activities partly aimed at 
the tourist trade. Some U.S. companies have already shown an interest 
in the promising mining and chemical dnkdustries, especially in 
phosphate-related areas. 


The Agency for the Promotion of Investment (API) an autonomous govern- 
ment agency is a dynamic organization created to encourage and assist 
all Undustrial investment, including foreign investment, ,API is making 
a special effort to attract and assist U.S. firms interested in invest- 
ment in Tunisia. In the 18 months of its existence, API has approved 
over $500 million in new investment projects and estimates a follow up 
implementation rate of over 75 per cent, Textiles, specifically gar- 
ment works, have received the bulk of the attention thus far, and API 
is now attempting to achieve a greater diversification by encouraging 
investment in such areas as mechanical and electronic assembly, leather 
and shoes, and food processing. 
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Today, increased energy costs—caused by in- 
creasing demand—boost the price of consumer 
goods, fuel inflation, and hurt our balance of 
payments. 

That’s why conserving energy is a must today, 
especially for you in the business and industry 
community which uses two thirds of our nation’s 
energy. 

Now .. . there’s a book to tell you how to do 
it. It’s called EPiC—the Energy Conservation 
Program Guide for Industry and Commerce. Pre- 
pared for you by the Commerce Department's 
National Bureau of Standards in cooperation 
with the Federal Energy Administration. 

EPIC is a comprehensive handbook that can 
help you establish or improve an energy con- 
servation program in your organization. 

Not only industry and commerce but also hos- 
pitals, universities, research institutes, ANY or- 
ganization that uses energy—and has to pay 
the bills—will want a copy of EPIC. 

EPIC outlines in detail the steps in setting up 
an energy conservation program. 

It contains a checklist of more than 200 Energy 
Conservation Opportunities—suggestions to save 
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energy in a dozen different areas. 

EPIC’s actual case histories of energy saving 
actions help you estimate your potential for 
saving energy—and reducing costs. 

And EPIC contains much more—financial analy- 
sis procedures to evaluate projects, sources of 
information on energy conservation, engineering 
data and factors, an energy conservation bib- 
liography. 

Make EPIC part of your plan to control energy 
use and costs. Make EPIC part of your contri- 
bution to using energy resources wisely . . . SO 
we can keep America working and growing. 


To order your copy of EPIC, send $2.50 per 
copy (check, money order or Superintendent of 
Documents Coupons) to Super- 
intendent of Documents, U.S. 
Government Printing Office, 
Washington, D.C. 20402. 
Ask for NBS Handbook 
115, EPIC, C13.11:115. 
Discount of 25% on 
orders of 100 copies or more. 


Bureau of Standards 
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